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David Platt, Chief Economist
Montgomery County Department of Finance

This report is a monthly update to the Quarterly Economic Indicators Report, both of which are available on the
internet @ http://www.co.mo.md.us/services/finance For questions, please call (240) 777-8866.

» Economic Conditions. Fourth quarter GDP was
revised upward from 0.7% to 1.4% according to
preliminary data from the Department of Commerce.
The upward revision was attributed to greater consumer
spending on nondurable goods and a smaller decline in
wholesale and retail trade inventories than previously
reported.

However, there are a number of factors that have
restrained the growth of real GDP yielding a subpar
performance during the early stages of this economic
expansion. They include consumer confidence, payroll
employment, the stock market, and business spending.
Both the national and regional measures of consumer
confidence declined dramatically in February to their
lowest levels since October 1993. Such pessimism
increases a household’s desire to repay debt and rebuild
savings rather than to spend and borrow, which have
been the main factors to the recent economic expansion.

> Inflation and Energy Prices. Inflation in the
region and the nation accelerated in January. The
overdl inflation rate for the Washington-Baltimore
metropolitan region increased 3.3% from January 2002
to January 2003 while the core inflation rate increased
2.8% over the same period. The acceleration in the
overall rate was attributed to rising energy prices,
especialy gasoline and home hesating oil. In January,
the price of regular gasoline increased to $1.52 per
gallon from $1.14 per gallon in January 2002 — a 32.9%
increase. Home hesating oil increased to $1.57 per
gallon from $1.26 per gallon in January 2002 — a 24.9%
increase attributed to a reduction in supply of oil and an
increase in demand due to the harsh winter. With
energy prices continuing their acceleration in February
— an additional increase of 9.7% for gasoline and an
additional 15.8% for home heating oil — overal
inflation in the region will accelerate in the near term.
With home prices continuing their remarkable increase,
the “core” inflation rate for the region also was higher
in January at 2.8% compared to the rationa rate of
1.9%.

> Real Estate. The rea estate market in the County
during January provided conflicting trends. Housing
prices continued to accelerate with average and median
prices increasing 14.2% and 16.6%, respectively, above
January 2002 levels. The increase in home pricesin the
County continued to ke offset by the dramatic declinein
home mortgage rates. Since early 2000, 30-year
conventional mortgage rates declined from their high of
8.52% in April 2000 to 5.92% in January.

Monthly construction data for the County revea a
much stronger residential estate market compared to the
non-residential market.  Both residentia permits and
congtruction increased in January compared to January
2002. An increase of 34.5% in the number of residential
permits issued in January compared to the same month
last year indicates the praspect of a mild construction
boom in the homebuilding over the next few months.
The value of new residential construction aso increased
in January for the first time since August of last year.

While residential construction showed positive gains
in January, the level and value of non-residentia
construction did not. Non-residentia permits declined
amost 9% in January compared to the same month last
year. That decline follows a drop of 11.6% in the
number of non-residential permits in 2002. The drop in
the number of non-residential permits is matched by a
greater decline in the value of non-residential construc-
tion. With the increase in vacant office space in the
County and throughout the immediate Washington
metropolitan region, the office construction boom that
occurred during 2001 and 2002 may decline dramatically
in 2003.

» Labor Market. The unemployment rate continues to
be a bright spot in the County. Compared to the metro-
politan region, the State, and the nation, the County’s
unemployment rate of 2.2% continued to remain below
the region and the State averages of 3.1% and 3.8%,
respectively, and significantly kelow the national rate of
6.5%.

Monthly Economic Update No. 602
February 2003



SELECTED ECONOMIC INDICATORS Reporting Current Prior Year's Year To-Date
Period Period Period 2003 2002 2002
[Leading Indicators
National January
Woashington MSA December ('02)
Coincident Indicators
National January
Washington MSA December ('02)
Consumer Confidence Index
National February
South Atlantic Region February
[Consumer Price Index
All ltems
National January
Washington - Baltimore CMSA January
CoreCPl
National January
Washington - Baltimore CMSA January
Retail Trade
Nationa (sales- not adjusted) January
Maryland (tax) December ('02)
Montgomery County (tax December (‘02
Emplovment
National January
- Percent Change
Washington PMSA (at place) December ('02)
- Percent Change
Montgomery County (resident) December ('02)
- Percent Change
Montgomery County (payroll) June ('02)
- Percent Change
[Unemployment
National January
Maryland December ('02)
Washington PMSA December ('02)
Montgomery County December ('02)
[Construction
Totd ($ thousand) January
- Percent Change
Residential ($ thousand) January
- Percent Change
Non-Residentia ($ thousand) January
- Percent Change
Building Permits (Residentid)
National January 115,139
- Percent Change
Maryland January 2,271
- Percent Change
Montgomery County January 278
- Percent Change
Building Permits (Non-Residential)
Montgomery County January 159
- Percent Change
|Rea] Estate
National
Sdes January 5,960,000 5,960,000
- Percent Change
Median Price January $150,300 $150,300
- Percent Change
Montgomery Colinty
Ses January 909 909
- Percent Change
Average Price January $292,322 $292,322
- Percent Change
Median Price January $223,000 $223,000
- Percent Change
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